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E.O. 11652: N/A 

TAGS: ETRD, MTN, JA, US, OVIP (STRAUSS, ROBERT S.) 

SUBJECT: CONGRESSIONAL TESTIMONY OF AMB. STRAUSS 

1 . FOLLOWING IS TEXT OF OPENING STATEMENT MADE BY AMB. 
STRAUSS AT HIS TESTIMONY BEFORE THE SENATE FINANCE COM 
MITTEE'S SUBCOMMITTEE ON INTERNATIONAL TRADE, FEB 1, 1978. 

AMB STRAUSS DEPARTED FROM TEXT OCCASIONALLY, BUT NOT SUB- 
STANTIALLY. 

2. QUOTE. MR. CHAIRMAN: 

3. I WELCOME THIS OPPORTUNITY TO REPORT ON OUR RECENT CON- 
SULTATIONS WITH THE GOVERNMENT OF JAPAN. AS YOU ARE AWARE, 
OUR TALKS CULMINATED ON JANUARY 13, IN TOKYO WITH THE RE- 
LEASE OF A JOINT STATEMENT BY THE JAPANESE MINISTER OF 
STATE FOR EXTERNAL ECONOMIC AFFAIRS. MR. USHIBA, AND MYSELF. 
I THINK IT APPROPRIATE, MR. CHAIRMAN, THAT A COPY OF THAT 
JOINT STATEMENT APPEAR IN THE RECORD OF THESE HEARINGS. 

AS I HAVE SAID PUBLICLY ON A NUMBER OF OCCASIONS, MR. 
CHAIRMAN, I BELIEVE THIS DOCUMENT, IF SUBSTANTIALLY IMPLE- 
MENTED, COULD REDEFINE THE ECONOMIC RELATIONSHIP BETWEEN 
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THE UNITED STATES AND JAPAN. 

4. AT THE OUTSET, MR. CHAIRMAN. I WOULD LIKE TO SAY THAT 
CONSULTATIONS BETWEEN OUR TWO COUNTRIES ON MATTERS OF MU- 
TUAL CONCERN ARE AN ALTOGETHER DESIRABLE AND NECESSARY 
PROCESS. WE LIVE IN A WORLD OF GROWING ECONOMIC INTERDE- 
PENDENCE. THE ECONOMIES OF JAPAN AND THE UNITED STATES 

ARE THE TWO LARGEST SINGLE-NATION MARKET ECONOMIES IN THE 
WORLD. OUR TRADE APPROACHES ONE QUARTER THE VALUE OF 
WESTERN WORLD TRADE. THE UNITED STATES IS THE LARGEST 
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SINGLE MARKET FOR JAPANESE EXPORTS. JAPAN IS A MAJOR PUR- 
CHASER OF U.S. AGRICULTURAL EXPORTS. PRIMARILY GRAINS. 

INDEED, THERE IS MORE LAND UNDER CULTIVATION FOR JAPAN IN 
THE UNITED STATES THAN THERE IS LAND UNDER CULTIVATION FOR 
JAPAN IN JAPAN. WE DEPEND UPON ONE ANOTHER FOR OUR MUTUAL 
PROSPERITY; AND THE REST OF THE WORLD LOOKS TO OUR TWO 
COUNTRIES FOR ECONOMIC LEADERSHIP. TOGETHER THERE IS MUCH 
WE CAN DO TO PRESERVE AND STRENGTHEN THE WORLD TRADING 
SYSTEM AND TO FOSTER THE RECOVERY OF THE WORLD ECONOMY. 

IN THE WORDS OF PRIME MINISTER FUKUDA, "JAPAN AND THE 
UNITED STATES SHARE A COMMON DESTINY." ACCORDINGLY, IT 
IS ESSENTIAL THAT WE CONTINUE TO CONSULT AND COORDINATE OUR 
ECONOMIC POLICIES CLOSELY. 

5. U.S. OBJECTIVES. DURING 1977, SENIOR OFFICIALS OF OUR 
GOVERNMENT MET FREQUENTLY WITH OFFICIALS OF THE JAPANESE 
GOVERNMENT. OUR OBJECTIVES IN THESE CONSULTATIONS WERE 
TWO-FOLD: 

FIRST, WE SOUGHT TO CONVEY OUR DEEP CONCERN THAT JAPAN'S 
MASSIVE CURRENT ACCOUNT SURPLUSES, IN THE LIGHT OF CURRENT 
GLOBAL ECONOMIC CONDITIONS, WERE GENERATING PRESSURES WHICH 
COULD UNDERMINE THE GLOBAL TRADE AND PAYMENTS SYSTEMS - A 
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SYSTEM UNDER WHICH BOTH OUR COUNTRIES HAVE PROSPERED; AND 

SECOND, TO ENCOURAGE THE JAPANESE GOVERNMENT TO TAKE SPECI- 
FIC CORRECTIVE ACTIONS WHICH WOULD RESULT IN A CURRENT 
ACCOUNT DEFICIT AND WOULD RELIEVE THOSE PRESSURES. WE 
URGED THE JAPANESE GOVERNMENT TO JOIN US IN A COMMITMENT 
TO ACHIEVE EQUIVALENT MARKET ACCESS AT THE CONCLUSION OF 
THE MULTILATERAL TRADE NEGOTIATIONS IN GENEVA. 

6. FOR THE YEAR JUST ENDED, JAPAN HAS POSTED A RECORD 
CURRENT ACCOUNT SURPLUS (TRADE IN GOODS AND SERVICES, PLUS 
FOREIGN INCOME) OF MORE THAN $10 BILLION - FULLY ONE QUAR- 
TER THE SIZE OF THE OPEC SURPLUS. THE PREVIOUS HIGH WAS 

$6.6 BILLION, SET IN 1972. 

7. WE BELIEVE THAT A CURRENT ACCOUNT SURPLUS OF THIS MAG- 
NITUDE IS TOTALLY UNACCEPTABLE IN THE LIGHT OF CURRENT 
ECONOMIC CONDITIONS, AND INDEED, IMPOSES A SEVERE STRAIN 
ON THE GLOBAL TRADE AND PAYMENTS SYSTEM. ACCORDINGLY, WE 
URGED THE JAPANESE GOVERNMENT TO TAKE STEPS TO REDUCE ITS 
CURRENT ACCOUNT SURPLUS IN THE COMING YEAR AND ELIMINATE 
IT IN THE YEAR OR TWO THEREAFTER. IN ADDITION, WE MADE A 
NUMBER OF SUGGESTIONS AS TO HOW THIS MIGHT BE ACCOMPLISHED. 

8. I AM PLEASED TO REPORT TO THE SUBCOMMITTEE THAT THE 
GOVERNMENT OF JAPAN, WHICH SHARES OUR CONCERN OVER THE SIZE 
OF ITS CURRENT ACCOUNT SURPLUS, IS ADOPTING OUR STRONGLY 
PRESENTED SUGGESTIONS MADE DURING THE CONSULTATIONS. 
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9. THE JAPANESE GOVERNMENT HAS UNDERTAKEN STEPS AIMED AT 
ACHIEVING A MARKED DIMINUTION OF ITS CURRENT ACCOUNT SUR- 
PLUS IN THE COMING JAPANESE FISCAL YEAR. IN ADDITION, FOR 
FISCAL YEAR 1979 AND THEREAFTER, UNDER PRESENT INTERNATIONA 
ECONOMIC CONDITIONS THE JAPANESE GOVERNMENT INTENDS TO 
EXERT ALL REASONABLE EFFORTS WITH A VIEW TO FURTHER REDUC- 
ING ITS CURRENT ACCOUNT SURPLUS AIMING AT EQUILIBRIUM AND 
TO ACCEPT A DEFICIT IF ONE SHOULD OCCUR. 
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10. THE JAPANESE GOVERNMENT HAS REITERATED ITS REAL GROWTH 
TARGET OF 7 PERCENT FOR THE COMING FISCAL YEAR, AND HAS 
STATED ITS INTENTION TO TAKE ALL REASONABLE AND APPROPRIATE 
MEASURES TO ACHIEVE SUCH A TARGET. IN PARTICULAR THE 
JAPANESE GOVERNMENT HAS ANNOUNCED A 15 MONTH BUDGET WHICH 
INCLUDES SUBSTANTIAL INCREASES FOR PUBLIC EXPENDITURES TO 
INCREASE DEMAND WITHIN THE JAPANESE ECONOMY. IT IS OUR 
VIEW THAT THE SINGLE MOST IMPORTANT TOOL AT THE DISPOSAL 

OF THE JAPANESE GOVERNMENT FOR REDUCING ITS SURPLUS IS THE 
ACHIEVEMENT OF A HIGHER RATE OF GROWTH. 

1 1 . ALTHOUGH THERE IS SKEPTICISM ON THE PART OF SOME, 

INCLUDING ME, WHETHER A 7 PERCENT GROWTH TARGET CAN BE 
ACHIEVED, PRIME MINISTER FUKUDA AND MINISTER USHIBA BELIEVE 
IT IS OBTAINABLE AND HAVE SO STATED TO THE JAPANESE DIET. 

I THINK IT SHOULD BE SAID THAT WHETHER THEY REACH THAT 
TARGET OR NOT THE STIMULUS WHICH IS IMPLIED BY SUCH A TAR- 
GET WILL RESULT IN A HIGHER RATE OF GROWTH THAN WOULD HAVE 
OTHERWISE OCCURRED. 

12. IN ADDITION, THE JAPANESE GOVERNMENT HAS STATED THAT 
IT IS NOW ITS POLICY TO PROMOTE THE INCREASE OF IMPORTS 
FROM MANUFACTURERS. AS YOU AWARE, ONLY 20 PERCENT OF 
JAPAN'S IMPORTS ARE MANUFACTURED PRODUCTS; THE BALANCE 
REPRESENTS IMPORTS OF RAW MATERIALS. THE JAPANESE GOVERN- 
MENT HAS STATED THAT IT ANTICIPATES THAT THE TOTAL VOLUME 
OF IMPORTS OF MANUFACTURES WILL INCREASE STEADILY BOTH IN 
REAL TERMS AS WELL AS RELATIVE TO THE OVERALL JAPANESE 
DEMAND FOR MANUFACTURED PRODUCTS. IN THIS REGARD, THE 
JAPANESE GOVERNMENT HAS STATED ITS INTENTION TO EXPAND 
ITS IMPORT PROMOTION ACTIVITIES AND TO REVIEW PROGRESS 

IN THE NEWLY ESTABLISHED JOINT TRADE FACILITATION COMMITTEE 
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13. BOTH GOVERNMENTS BELIEVE IT IS ESSENTIAL THAT THE 
MULTILATERAL TRADE NEGOTIATIONS BE ADVANCED TO A SUCCESSFUL 
CONCLUSION IN THE COMING YEAR. IN THIS REGARD, THE JAPANESE 
GOVERNMENT HAS STATED ITS INTENTION TO SUPPORT THE ACCELER- 
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ATION AND EARLY CONCLUSION OF THE MTN WITH A VIEW TO ELIM- 
INATING OR REDUCING TARIFFS AND NONTARIFF BARRIERS. IN 
PARTICULAR, THE JAPANESE GOVERNMENT AS RECENTLY AS LAST 
WEEK JOINED US IN TABLING TARIFF OFFERS IN GENEVA USING THE 
SWISS FORMULA AS A WORKING HYPOTHESIS AIMING AT A FINAL 
RESULT OF A WEIGHTED AVERAGE REDUCTION OF AROUND 40 PERCENT 
IN DUTIES. 

14. IN ADDITION - AND I BELIEVE THAT THIS IS EXTREMELY 
IMPORTANT IN TERMS OF A LONG-TERM RELATIONSHIP BETWEEN OUR 
TWO COUNTRIES - THE JAPANESE GOVERNMENT HAS PUBLICLY 
ACCEPTED OUR PROPOSAL THAT THEY MUST ACHIEVE BASIC EQUITY 
IN THEIR TRADING RELATIONS BY AFFORDING MAJOR TRADING COUN- 
TRIES SUBSTANTIALLY EQUIVALENT TRADING OPPORTUNITIES ON A 
RECIPROCAL BASIS. TO ACHIEVE PARITY IN THEIR RELATIONS AND 
EQUIVALENT OPENNESS OF THEIR MARKETS WITH THE UNITED STATES, 
THE HAVE AGREED TO UNDERTAKE DEEPER THAN FORMULA TARIFF 
REDUCTIONS ON ITEMS OF INTEREST TO OTHER COUNTRIES WITH THE 
AIM OF ACHIEVING COMPARABLE, AVERAGE LEVELS OF BOUND 
TARIFFS. 

15. FOR EXAMPLE, AS YOU AWARE, THE GOVERNMENT OF JAPAN HAS 
ANNOUNCED THAT IT WILL UNDERTAKE TARIFF REDUCTIONS IN AD- 
VANCE OF THE MTN AVERAGING 23 PERCENT ON 318 ITEMS. THE 

318 ITEMS ON WHICH CUTS WILL BE MADE REPRESENT $2.6 BUT JON 
IN 1976 JAPANESE IMPORTS, $724 MILLION OF WHICH COMES FROM 
THE UNITED STATES. IT IS A START AND ONLY A START. IN 
ADDITION, THE GOVERNMENT OF JAPAN HAS ANNOUNCED COMPLETE 
ELIMINATION OF QUOTAS ON 12 ITEMS. IN ADDITION, THE 
JAPANESE GOVERNMENT HAS ANNOUNCED A 10-FOLD INCREASE IN 
HIGH QUALITY BEEF IMPORTS; A 3-FOLD INCREASE IN ORANGE 
IMPORTS TO 45,000 TONS A YEAR; AND A 4-FOLD INCREASE IN 
ORANGE AND GRAPEFRUIT JUICE TO 4,000 TONS A YEAR. WHILE 
THE DOLLAR AMOUNTS ARE NOT DRAMATIC, THE CHANGE IN DIRECTION 
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AND PHILOSOPHY COULD BE. 

16. THE JAPANESE GOVERNMENT INTENDS TO TAKE A NUMBER OF 
OTHER STEPS AIMED AT LIBERALIZING ACCESS OF FOREIGN GOODS 
TO THE JAPANESE MARKET. THESE INCLUDE LIBERALIZATION OF 
GOVERNMENT PROCUREMENT PRACTICES; EXTENSION OF THE STAN- 
DARD METHOD OF SETTLEMENT; IMPROVEMENT IN INSPECTIONS AND 
TESTING PROCEDURES; EXPANSION OF IMPORT FINANCING; REFORM 
OF FOREIGN EXCHANGE CONTROL; AND SUPPORT OF THE NEWLY 
ESTABLISHED TRADE FACILITATION COMMITTEE. I CONSIDER THE 
TRADE FACILITATION COMMITTEE IN THE COMMERCE DEPARTMENT 
ONE OF THE INTEGRAL PARTS OF OUR PROGRAM TO ACHIEVE GREATER 
ACCESS TO THE JAPANESE MARKET IN THE NEXT FEW YEARS. 

17. ALSO THE JAPANESE GOVERNMENT HAS ANNOUNCED ITS INTEN- 
TION TO FORM A NUMBER OF JOINT INDUSTRY GROUPS TO EXPLORE 
THE POSSIBLE PURCHASE OF CITRUS PRODUCTS, FOREST PRODUCTS, 
NUCLEAR PLANT MACHINERY AND EQUIPMENT, AND TO INCREASE 
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IMPORTS OF BEEF. 

18. CONCLUSION. IT IS NOT POSSIBLE AT THIS TIME TO EVAL- 
UATE WITH CERTAINTY THE EFFECTS THAT THESE STEPS WILL HAVE 
UPON THE JAPANESE CURRENT ACCOUNT OR THE PERFORMANCE OF 
THE JAPANESE ECONOMY. IN EXAMINING THE SPECIFIC MEASURES 
WHICH ARE BEING UNDERTAKEN IT IS IMPORTANT THAT THEY BE 
VIEWED AS A WHOLE AND AS AN INITIAL PHASE OF WHAT WILL NO 
DOUBT BE A LONG-TERM PROCESS. WHAT WE HAVE HERE IS ONLY 
THE FIRST CHAPTER IN A LONG AND TEDIOUS BOOK TO BE WRITTEN. 

I AM NOT NAIVE AND DO NOT OVERPROMISE. THERE IS A RISK OF 
OVERSTATING THE VALUE OF WHAT WE HAVE ACCOMPLISHED. AT 
THE SAME TIME, HOWEVER. THERE IS A RISK OF UNDERESTIMATING 
ITS POTENTIAL. THE ULTIMATE VALUE OF THESE CONSULTATIONS 
DEPENDS LARGELY UPON WHAT WE DO TO FOLLOW THROUGH ON OUR 
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EFFORTS. WE MUST MAINTAIN THE POLITICAL WILL AND TAKE SUCH 
STEPS AS WE CAN TO SEE THAT THE JAPANESE DO THE SAME. I 
HAVE RECOMMENDED TO THE PRESIDENT THAT WE MUST REVIEW AND 
MONITOR OUR PROGRESS AND REPORT ON IT REGULARLY TO THE 
CONGRESS AND TO THE PRESIDENT. IF WE NEGLECT THIS ASPECT, 

WE WILL END UP WITH A FEW MINOR TRADING CONCESSIONS, AT 
BEST. IF WE FOLLOW UP PROPERLY, WE MAY TOGETHER - CONGRES 
AND THE EXECUTIVE BRANCH - HAVE TRULY BROUGHT ABOUT A 
MAJOR POSITIVE STEP FORWARD IN OUR INTERNATIONAL TRADE 
POSTURE FOR THE BENEFIT FOR EVERY AMERICAN AND INDEED THE 
WORLD. VANCE 
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E.O. 11652: N/A 

TAGS: ETRD, MTN, JA, US, OVIP (STRAUSS, ROBERT S.) 

SUBJECT: CONGRESSIONAL TESTIMONY OF AMB. STRAUSS 

1 . FOLLOWING IS TEXT OF OPENING STATEMENT MADE BY AMB. 
STRAUSS AT HIS TESTIMONY BEFORE THE SENATE FINANCE COM 
MITTEE'S SUBCOMMITTEE ON INTERNATIONAL TRADE, FEB 1, 1978. 

AMB STRAUSS DEPARTED FROM TEXT OCCASIONALLY, BUT NOT SUB- 
STANTIALLY. 

2. QUOTE. MR. CHAIRMAN: 

3. I WELCOME THIS OPPORTUNITY TO REPORT ON OUR RECENT CON- 
SULTATIONS WITH THE GOVERNMENT OF JAPAN. AS YOU ARE AWARE, 
OUR TALKS CULMINATED ON JANUARY 13, IN TOKYO WITH THE RE- 
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LEASE OF A JOINT STATEMENT BY THE JAPANESE MINISTER OF 
STATE FOR EXTERNAL ECONOMIC AFFAIRS, MR. USHIBA, AND MYSELF. 

I THINK IT APPROPRIATE, MR. CHAIRMAN, THAT A COPY OF THAT 
JOINT STATEMENT APPEAR IN THE RECORD OF THESE HEARINGS. 

AS I HAVE SAID PUBLICLY ON A NUMBER OF OCCASIONS, MR. 
CHAIRMAN, I BELIEVE THIS DOCUMENT, IF SUBSTANTIALLY IMPLE- 
MENTED, COULD REDEFINE THE ECONOMIC RELATIONSHIP BETWEEN 
THE UNITED STATES AND JAPAN. 

4. AT THE OUTSET, MR. CHAIRMAN. I WOULD LIKE TO SAY THAT 
CONSULTATIONS BETWEEN OUR TWO COUNTRIES ON MATTERS OF MU- 
TUAL CONCERN ARE AN ALTOGETHER DESIRABLE AND NECESSARY 
PROCESS. WE LIVE IN A WORLD OF GROWING ECONOMIC INTERDE- 
PENDENCE. THE ECONOMIES OF JAPAN AND THE UNITED STATES 

ARE THE TWO LARGEST SINGLE-NATION MARKET ECONOMIES IN THE 
WORLD. OUR TRADE APPROACHES ONE QUARTER THE VALUE OF 
WESTERN WORLD TRADE. THE UNITED STATES IS THE LARGEST 
SINGLE MARKET FOR JAPANESE EXPORTS. JAPAN IS A MAJOR PUR- 
CHASER OF U.S. AGRICULTURAL EXPORTS. PRIMARILY GRAINS. 

INDEED, THERE IS MORE LAND UNDER CULTIVATION FOR JAPAN IN 
THE UNITED STATES THAN THERE IS LAND UNDER CULTIVATION FOR 
JAPAN IN JAPAN. WE DEPEND UPON ONE ANOTHER FOR OUR MUTUAL 
PROSPERITY; AND THE REST OF THE WORLD LOOKS TO OUR TWO 
COUNTRIES FOR ECONOMIC LEADERSHIP. TOGETHER THERE IS MUCH 
WE CAN DO TO PRESERVE AND STRENGTHEN THE WORLD TRADING 
SYSTEM AND TO FOSTER THE RECOVERY OF THE WORLD ECONOMY. 

IN THE WORDS OF PRIME MINISTER FUKUDA, "JAPAN AND THE 
UNITED STATES SHARE A COMMON DESTINY." ACCORDINGLY, IT 
IS ESSENTIAL THAT WE CONTINUE TO CONSULT AND COORDINATE OUR 
ECONOMIC POLICIES CLOSELY. 

5. U.S. OBJECTIVES. DURING 1977, SENIOR OFFICIALS OF OUR 
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GOVERNMENT MET FREQUENTLY WITH OFFICIALS OF THE IAPANESE 
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GOVERNMENT. OUR OBIECTIVES IN THESE CONSULTATIONS WERE 
TWO-FOLD: 

FIRST, WE SOUGHT TO CONVEY OUR DEEP CONCERN THAT JAPAN'S 
MASSIVE CURRENT ACCOUNT SURPLUSES, IN THE LIGHT OF CURRENT 
GLOBAL ECONOMIC CONDITIONS, WERE GENERATING PRESSURES WHICH 
COULD UNDERMINE THE GLOBAL TRADE AND PAYMENTS SYSTEMS - A 
SYSTEM UNDER WHICH BOTH OUR COUNTRIES HAVE PROSPERED; AND 

SECOND, TO ENCOURAGE THE JAPANESE GOVERNMENT TO TAKE SPECI- 
FIC CORRECTIVE ACTIONS WHICH WOULD RESULT IN A CURRENT 
ACCOUNT DEFICIT AND WOULD RELIEVE THOSE PRESSURES. WE 
URGED THE JAPANESE GOVERNMENT TO JOIN US IN A COMMITMENT 
TO ACHIEVE EQUIVALENT MARKET ACCESS AT THE CONCLUSION OF 
THE MULTILATERAL TRADE NEGOTIATIONS IN GENEVA. 

6. FOR THE YEAR JUST ENDED, JAPAN HAS POSTED A RECORD 
CURRENT ACCOUNT SURPLUS (TRADE IN GOODS AND SERVICES, PLUS 
FOREIGN INCOME) OF MORE THAN $10 BILLION - FULLY ONE QUAR- 
TER THE SIZE OF THE OPEC SURPLUS. THE PREVIOUS HIGH WAS 

$6.6 BILLION, SET IN 1972. 

7. WE BELIEVE THAT A CURRENT ACCOUNT SURPLUS OF THIS MAG- 
NITUDE IS TOTALLY UNACCEPTABLE IN THE LIGHT OF CURRENT 
ECONOMIC CONDITIONS, AND INDEED. IMPOSES A SEVERE STRAIN 
ON THE GLOBAL TRADE AND PAYMENTS SYSTEM. ACCORDINGLY. WE 
URGED THE JAPANESE GOVERNMENT TO TAKE STEPS TO REDUCE ITS 
CURRENT ACCOUNT SURPLUS IN THE COMING YEAR AND ELIMINATE 
IT IN THE YEAR OR TWO THEREAFTER. IN ADDITION, WE MADE A 
NUMBER OF SUGGESTIONS AS TO HOW THIS MIGHT BE ACCOMPLISHED. 

8. I AM PLEASED TO REPORT TO THE SUBCOMMITTEE THAT THE 
GOVERNMENT OF JAPAN, WHICH SHARES OUR CONCERN OVER THE SIZE 
OF ITS CURRENT ACCOUNT SURPLUS, IS ADOPTING OUR STRONGLY 
PRESENTED SUGGESTIONS MADE DURING THE CONSULTATIONS. 

9. THE JAPANESE GOVERNMENT HAS UNDERTAKEN STEPS AIMED AT 
ACHIEVING A MARKED DIMINUTION OF ITS CURRENT ACCOUNT SUR- 
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PLUS IN THE COMING JAPANESE FISCAL YEAR. IN ADDITION, FOR 
FISCAL YEAR 1979 AND THEREAFTER, UNDER PRESENT INTERNATIONA 
ECONOMIC CONDITIONS THE JAPANESE GOVERNMENT INTENDS TO 
EXERT ALL REASONABLE EFFORTS WITH A VIEW TO FURTHER REDUC- 
ING ITS CURRENT ACCOUNT SURPLUS AIMING AT EQUILIBRIUM AND 
TO ACCEPT A DEFICIT IF ONE SHOULD OCCUR. 

10. THE JAPANESE GOVERNMENT HAS REITERATED ITS REAL GROWTH 
TARGET OF 7 PERCENT FOR THE COMING FISCAL YEAR, AND HAS 
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STATED ITS INTENTION TO TAKE ALL REASONABLE AND APPROPRIATE 
MEASURES TO ACHIEVE SUCH A TARGET. IN PARTICULAR THE 
JAPANESE GOVERNMENT HAS ANNOUNCED A 15 MONTH BUDGET WHICH 
INCLUDES SUBSTANTIAL INCREASES FOR PUBLIC EXPENDITURES TO 
INCREASE DEMAND WITHIN THE JAPANESE ECONOMY. IT IS OUR 
VIEW THAT THE SINGLE MOST IMPORTANT TOOL AT THE DISPOSAL 
OF THE JAPANESE GOVERNMENT FOR REDUCING ITS SURPLUS IS THE 
ACHIEVEMENT OF A HIGHER RATE OF GROWTH. 

1 1 . ALTHOUGH THERE IS SKEPTICISM ON THE PART OF SOME, 

INCLUDING ME, WHETHER A 7 PERCENT GROWTH TARGET CAN BE 
ACHIEVED, PRIME MINISTER FUKUDA AND MINISTER USHIBA BELIEVE 
IT IS OBTAINABLE AND HAVE SO STATED TO THE JAPANESE DIET. 

I THINK IT SHOULD BE SAID THAT WHETHER THEY REACH THAT 
TARGET OR NOT THE STIMULUS WHICH IS IMPLIED BY SUCH A TAR- 
GET WILL RESULT IN A HIGHER RATE OF GROWTH THAN WOULD HAVE 
OTHERWISE OCCURRED. 

12. IN ADDITION, THE JAPANESE GOVERNMENT HAS STATED THAT 
IT IS NOW ITS POLICY TO PROMOTE THE INCREASE OF IMPORTS 
FROM MANUFACTURERS. AS YOU AWARE, ONLY 20 PERCENT OF 
JAPAN S IMPORTS ARE MANUFACTURED PRODUCTS; THE BALANCE 
REPRESENTS IMPORTS OF RAW MATERIALS. THE JAPANESE GOVERN- 
MENT HAS STATED THAT IT ANTICIPATES THAT THE TOTAL VOLUME 
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OF IMPORTS OF MANUFACTURES WILL INCREASE STEADILY BOTH IN 
REAL TERMS AS WELL AS RELATIVE TO THE OVERALL JAPANESE 
DEMAND FOR MANUFACTURED PRODUCTS. IN THIS REGARD, THE 
JAPANESE GOVERNMENT HAS STATED ITS INTENTION TO EXPAND 
ITS IMPORT PROMOTION ACTIVITIES AND TO REVIEW PROGRESS 
IN THE NEWLY ESTABLISHED JOINT TRADE FACILITATION COMMITTEE 

13. BOTH GOVERNMENTS BELIEVE IT IS ESSENTIAL THAT THE 
MULTILATERAL TRADE NEGOTIATIONS BE ADVANCED TO A SUCCESSFUL 
CONCLUSION IN THE COMING YEAR. IN THIS REGARD, THE JAPANESE 
GOVERNMENT HAS STATED ITS INTENTION TO SUPPORT THE ACCELER- 
ATION AND EARLY CONCLUSION OF THE MTN WITH A VIEW TO ELIM- 
INATING OR REDUCING TARIFFS AND NONTARIFF BARRIERS. IN 
PARTICULAR, THE JAPANESE GOVERNMENT AS RECENTLY AS LAST 
WEEK JOINED US IN TABLING TARIFF OFFERS IN GENEVA USING THE 
SWISS FORMULA AS A WORKING HYPOTHESIS AIMING AT A FINAL 
RESULT OF A WEIGHTED AVERAGE REDUCTION OF AROUND 40 PERCENT 
IN DUTIES. 

14. IN ADDITION - AND I BELIEVE THAT THIS IS EXTREMELY 
IMPORTANT IN TERMS OF A LONG-TERM RELATIONSHIP BETWEEN OUR 
TWO COUNTRIES - THE JAPANESE GOVERNMENT HAS PUBLICLY 
ACCEPTED OUR PROPOSAL THAT THEY MUST ACHIEVE BASIC EQUITY 
IN THEIR TRADING RELATIONS BY AFFORDING MAJOR TRADING COUN- 
TRIES SUBSTANTIALLY EQUIVALENT TRADING OPPORTUNITIES ON A 
RECIPROCAL BASIS. TO ACHIEVE PARITY IN THEIR RELATIONS AND 
EQUIVALENT OPENNESS OF THEIR MARKETS WITH THE UNITED STATES, 
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THE HAVE AGREED TO UNDERTAKE DEEPER THAN FORMULA TARIFF 
REDUCTIONS ON ITEMS OF INTEREST TO OTHER COUNTRIES WITH THE 
AIM OF ACHIEVING COMPARABLE, AVERAGE LEVELS OF BOUND 
TARIFFS. 

15. FOR EXAMPLE. AS YOU AWARE, THE GOVERNMENT OF JAPAN HAS 
ANNOUNCED THAT IT WILL UNDERTAKE TARIFF REDUCTIONS IN AD- 
VANCE OF THE MTN AVERAGING 23 PERCENT ON 318 ITEMS. THE 

318 ITEMS ON WHICH CUTS WILL BE MADE REPRESENT $2.6 BILLION 
IN 1976 JAPANESE IMPORTS, $724 MILLION OF WHICH COMES FROM 
THE UNITED STATES. IT IS A START AND ONLY A START. IN 
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ADDITION, THE GOVERNMENT OF JAPAN HAS ANNOUNCED COMPLETE 
ELIMINATION OF QUOTAS ON 12 ITEMS. IN ADDITION, THE 
JAPANESE GOVERNMENT HAS ANNOUNCED A 10-FOLD INCREASE IN 
HIGH QUALITY BEEF IMPORTS; A 3-FOLD INCREASE IN ORANGE 
IMPORTS TO 45,000 TONS A YEAR; AND A 4-FOLD INCREASE IN 
ORANGE AND GRAPEFRUIT JUICE TO 4,000 TONS A YEAR. WHILE 
THE DOLLAR AMOUNTS ARE NOT DRAMATIC, THE CHANGE IN DIRECTION 
AND PHILOSOPHY COULD BE. 

16. THE JAPANESE GOVERNMENT INTENDS TO TAKE A NUMBER OF 
OTHER STEPS AIMED AT LIBERALIZING ACCESS OF FOREIGN GOODS 
TO THE JAPANESE MARKET. THESE INCLUDE LIBERALIZATION OF 
GOVERNMENT PROCUREMENT PRACTICES; EXTENSION OF THE STAN- 
DARD METHOD OF SETTLEMENT; IMPROVEMENT IN INSPECTIONS AND 
TESTING PROCEDURES; EXPANSION OF IMPORT FINANCING; REFORM 
OF FOREIGN EXCHANGE CONTROL; AND SUPPORT OF THE NEWLY 
ESTABLISHED TRADE FACILITATION COMMITTEE. I CONSIDER THE 
TRADE FACILITATION COMMITTEE IN THE COMMERCE DEPARTMENT 
ONE OF THE INTEGRAL PARTS OF OUR PROGRAM TO ACHIEVE GREATER 
ACCESS TO THE JAPANESE MARKET IN THE NEXT FEW YEARS. 

17. ALSO THE JAPANESE GOVERNMENT HAS ANNOUNCED ITS INTEN- 
TION TO FORM A NUMBER OF JOINT INDUSTRY GROUPS TO EXPLORE 
THE POSSIBLE PURCHASE OF CITRUS PRODUCTS, FOREST PRODUCTS, 
NUCLEAR PLANT MACHINERY AND EQUIPMENT, AND TO INCREASE 
IMPORTS OF BEEF. 

18. CONCLUSION. IT IS NOT POSSIBLE AT THIS TIME TO EVAL- 
UATE WITH CERTAINTY THE EFFECTS THAT THESE STEPS WILL HAVE 
UPON THE JAPANESE CURRENT ACCOUNT OR THE PERFORMANCE OF 
THE JAPANESE ECONOMY. IN EXAMINING THE SPECIFIC MEASURES 
WHICH ARE BEING UNDERTAKEN IT IS IMPORTANT THAT THEY BE 
VIEWED AS A WHOLE AND AS AN INITIAL PHASE OF WHAT WILL NO 
UNCLASSIFIED 
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DOUBT BE A LONG-TERM PROCESS. WHAT WE HAVE HERE IS ONLY 
THE FIRST CHAPTER IN A LONG AND TEDIOUS BOOK TO BE WRITTEN. 

I AM NOT NAIVE AND DO NOT OVERPROMISE. THERE IS A RISK OF 
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OVERSTATING THE VALUE OF WHAT WE HAVE ACCOMPLISHED. AT 
THE SAME TIME, HOWEVER, THERE IS A RISK OF UNDERESTIMATING 
ITS POTENTIAL. THE ULTIMATE VALUE OF THESE CONSULTATIONS 
DEPENDS LARGELY UPON WHAT WE DO TO FOLLOW THROUGH ON OUR 
EFFORTS. WE MUST MAINTAIN THE POLITICAL WILL AND TAKE SUCH 
STEPS AS WE CAN TO SEE THAT THE JAPANESE DO THE SAME. I 
HAVE RECOMMENDED TO THE PRESIDENT THAT WE MUST REVIEW AND 
MONITOR OUR PROGRESS AND REPORT ON IT REGULARLY TO THE 
CONGRESS AND TO THE PRESIDENT. IF WE NEGLECT THIS ASPECT, 

WE WILL END UP WITH A FEW MINOR TRADING CONCESSIONS, AT 
BEST. IF WE FOLLOW UP PROPERLY, WE MAY TOGETHER - CONGRES 
AND THE EXECUTIVE BRANCH - HAVE TRULY BROUGHT ABOUT A 
MAJOR POSITIVE STEP FORWARD IN OUR INTERNATIONAL TRADE 
POSTURE FOR THE BENEFIT FOR EVERY AMERICAN AND INDEED THE 
WORLD. VANCE 

UNQUOTE VANCE 

UNCLASSIFIED 


« END OF DOCUMENT » 
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